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DOE/ FE Opi ni on and Order No. 510

Order Granting Bl anket Authorization to Inport and Export Natural Gas,
I ncl udi ng Liquefied Natural Gas

| . Background

On March 20, 1991, Bonus Gas Processors, Inc. (Bonus) filed an
application with the Ofice of Fossil Energy (FE) of the Departnent of Energy
(DOE) under section 3 of the Natural Gas Act (NGA) and DOE Del egation Order
Nos. 0204-111 and 0204- 127, requesting bl anket authorization to inport and
export a conbined total of up to 110 Bcf of natural gas, including |iquefied
natural gas (LNG), over a two-year period conmencing with the date of first
i mport or export. 1/ Although Bonus is primarily interested in inmporting and
exporting natural gas fromand to Canada, it also seeks authority to inport
and export natural gas fromand to any country with which trade in natural gas
has not been prohibited. Bonus would inport and export the natural gas for its
own account and as an agent for the accounts of others for sale on the spot
mar ket. Bonus intends to use existing pipeline facilities in transporting the
proposed i nmport and export of natural gas. Further, Bonus states in its
application that no new facilities would be constructed for its gas inport and
export proposal

Bonus, a Nevada corporation with its principal place of business in
Cal gary, Canada, is a wholly owned subsidiary of Bonus Petrol eum Corporation
Bonus states that the specific pricing terms of each inport and export
arrangenent woul d be determ ned by conpetitive factors in the gas market
served and arrived at through arm s | ength negotiations between Bonus and its
suppliers. Bonus also states that all sales would be nmade under contracts with
terms of two years or less and that Bonus will submt quarterly reports
detailing each transaction, including in the case of LNG sal es, copies of al
agreenents together with identification of the country of origin or
consunption.

Under the requested authority, Bonus proposes to inport competitively
priced natural gas for sales to purchasers in a w de range of markets,
i ncl udi ng pipelines, local distribution conpanies and commerci al and
i ndustrial end-users. Further, the requested authorization would all ow Bonus
to export available supplies of U S. natural gas and would facilitate Bonus
ability to consummate transactions which may invol ve nere novenent of foreign
gas through the U S. on the way to foreign markets.

In support of its application, Bonus maintains that the proposed inports
and exports of natural gas would be in the public interest. In particular
Bonus asserts that the gas inported would be conpetitively priced, reflect
mar ket conditions existing at the tinme of each agreenment negoti ated and
provi de alternative sources of supply for Bonus' custonmers. Bonus al so asserts
that gas exports would be increnental to the needs of current purchasers of
natural gas in the states from which supplies would be drawn for export and
woul d hel p ease the excess of natural gas existing in certain regions of the
U.S. Further, allowi ng Bonus to consunmate transactions involving only
transportation through the U S. of natural gas produced outside of the U S
and to be consuned outside of the U S. would contribute to the overal



efficiency of the North Anerican gas market.

A notice of the application was issued on April 16, 1991, inviting
protests, notions to intervene, notices of intervention and comrents to be
filed by May 28, 1991. 2/ No comments were received.

I'l. Decision

The application filed by Bonus has been evaluated to determne if the
proposed i nmport/export arrangenent meets the public interest requirenments of
section 3 of the NGA. Under section 3, an inport or export must be authorized
unl ess there is a finding that it "will not be consistent with the public
interest." 3/ Wth regard to inport authorizations, the determ nation is
gui ded by DOE's natural gas inport policy guidelines. 4/ Under these
gui delines, the conpetitiveness of an inport in the markets served is the
primary consideration for neeting the public interest test. In review ng
nat ural gas export applications, donestic need for the gas to be exported is
consi dered, and any other issues deternmined to be appropriate in a particular
case.

Bonus' uncontested inport/export proposal, as set forth in the
application, is consistent with section 3 of the NGA, DOE s natural gas inport
policy guidelines and DOE's international gas trade policy. The inport/export
aut horization sought, simlar to other blanket arrangenents approved by DCE, 5/
woul d provide Bonus with bl anket approval, within prescribed limts, to
negoti ate and transact individual, spot and short-terminport and export
arrangenents w thout further regulatory action. Bonus' market-based approach
for negotiating short-terminports and exports will enhance conpetition in gas
mar ket s. Under Bonus' proposed arrangenents, which contenplate individual
short-term sal es negotiated in response to the marketplace, transactions would
only occur to the extent that producers and sellers can provide spot or
short-term vol unes, custonmers need such inport/export volunes, and the prices
remai n conpetitive. Thus, each transaction nust reflect the true value of the
commodity being traded, or no gas sales will be nmde

In addition, the current donestic natural gas supply, coupled with the
short-term market-responsive nature of the contracts into which Bonus
proposes to enter, indicate that it is unlikely the proposed export vol unes
wi Il be needed domestically during the termof this authorization. Finally,
Bonus' proposal will further the Secretary of Energy's policy goals of
reduci ng trade barriers by encouragi ng narket forces to achieve a nore
conpetitive distribution of goods between the U. S. and foreign natural gas
purchasers and suppliers. Thus, Bonus' inport/export arrangenent will enhance
conpetition in the marketpl ace.

After taking into consideration all of the information in the record of
this proceeding, |I find that authorizing Bonus to inmport and export a combi ned
total of up to 110 Bcf of natural gas, including LNG over a two-year term
under contracts with terns of two years or less, is not inconsistent with the
public interest and shoul d be approved. 6/

ORDER

For reasons set forth above, pursuant to section 3 of the Natural Gas
Act, it is ordered that:

A. Bonus Gas Processors, Inc. (Bonus), is authorized to inport and



export a conbined total of up to 110 Bcf of natural gas, including liquefied
natural gas (LNG, over a two-year term comencing on the date of the first
i mport or export.

B. This natural gas may be inported and/or exported at any point on the
i nternational border where existing pipeline facilities or LNG facilities are
| ocat ed.

C. Wthin two weeks after deliveries begin, Bonus shall provide witten
notification to the office of Fuels Prograns, Fossil Energy, Room 3F-056,
FE-50, Forrestal Building, 1000 Independence Avenue, S.W, Washington, D.C.
20585, of the date that the first delivery of natural gas authorized in
Ordering Paragraph A above occurs.

D. Wth respect to the natural gas and LNG i nports and exports
authorized by this Oder, Bonus shall file within 30 days foll ow ng each
cal endar quarter, quarterly reports indicating whether inports or exports have
been made, and if so, giving by nonth, the total volune of the inports and/or
exports in Mcf and the average price per MMBtu at the international border
The reports shall also provide the details of each inport or export
transaction, including the country of origin for the inports, the names of the
seller(s), and the purchaser(s), including those other than Bonus, estinated
or actual duration of the agreenents, transporter(s), including any LNG
tankers used, points of entry or exit, market(s) served, and, if applicable,
the per unit (MVBtu) demand/commodity charge breakdown of the price, any
speci al contract price adjustnents clauses, and any take-or-pay or make-up
provi si ons.

| ssued in Washington, D.C., June 7, 1991
- - Foot not es- -

1/ Previously, Bonus was granted a bl anket authorization to inport up to
219 Bcf of natural gas over a two-year period by DOE/ ERA Opi ni on and Order No.
241, ERA Docket No. 89-09-NG 1 ERA 70799, May 27, 1988. This inport authority
expired May 24, 1991.

2/ 58 FR 19102, April 25, 1991.
3/ 15 U.S.C. 717b.
4/ 49 FR 6684, February 22, 1984.

5/ See e.g., TXG Gas Marketing Conmpany, 1 FE Para. 70,329 (June 21
1990); Vernmont Gas Systenms, Inc. 1 FE Para. 70,323 (June 7, 1990); and Enjet
Natural Gas Inc., 1 FE Para. 70,322 (June 7, 1990).

6/ Because the proposed inmportation/exportation of gas will use existing
facilities, DOE has determ ned that granting this application is not a ngjor
Federal action significantly affecting the quality of the human environnent
within the meaning of the National Environnental Policy Act (42 U S.C. 4321
et seq.) and therefore an environmental inpact statenment or environnenta
assessnment is not required. See 40 CFR Sec. 1508.4 and 54 FR 12474 (March 27,
1989) .



